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Notice 1] -- Proposed Rulemaking

Gentlemen:

Enron Gas Pipeline and Marketing G oup, an operating unit of Enron Corporation,

i s responding to the referenced rulemaking on behal f of the several comrerci al

pi peline companies t hat nake up the Pipeline G oup. The major pipeline
companies that are included in this group are Northern Natural Gas Company,
Transwestern Pi pel i ne Conpany, Florida Gas Transm ssion Conpany, and Houston
Pi pe Line Conpany. These conpani es operate approximately 38,000 mles of
natural gas_ FI peline which includes, froma functional viewpoint, in the order
of 13,000 mles of gathering pipeline. Thus, this proposed rulemaking i s of
extreme | Nterest and concern to Enron as it has the potential to make a major
monetary impact on the referenced operating companies.

From the background information provided with the notice it is indicated that
oper at or s and pi pel i ne saf et y enforcement personnel have haddifficulty distin-
guishing a gathering | i ne from a transm ssi on or distribution line. Speaking
on behal f of the referenced operating companies in the Enron Gas Pipeline
G oup, we have not experienced such a general problem From our experience it
| S an exception When we encounter a situation where difficulty exists in clas-
sifying a pipeline. A though we cannot speak for difficulties that have been
experienced by regul atory agenci es or inspectors, weftiitquiteunusualto
encount er a controversy or di sagreenent. our internal determination of cl assi -
fication has satisfied the auditing agenci es.

Even if differences have existed between an operator and an agency on interpre-
tation, that would not seemto substantiate the need for a rulemaking, if the
rulemaking will cause a major monetary impact to be experienced by many oper-
ators. In order for any change to be justified that will result in large expen-
ditures by operators, it would appear that some public safety issue needs to be
quantified, with a rule developed in response to that public safety issue. No
such evidence is provided in the supplementary i nformation, and w thout such
evidence, significant resource by both industry and goverrment could be
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expended ONn an i ssue that will not provide any returns from acostbenefit view
point. Redrafting regul ations for the sake of inspectors not having to i npose
their sub-jective judgnentoropinion at times seems to be a rather questionable

basis for the proposal. Nevertheless, with the proposal noticed, our thoughts
and comments are discussed by general subject category below.

ProcessinaPl ant Definition. |n the proposed definition, the primary end point
of a gathering line is wthe inlet of the first natural gas processingpl ant
used to remove |iquefied petrol eum gases or other natural gas |iqui dlsry This
introduces rather severe limtations on the "definition" of a processi ng plant.
Further, it appears to be in conflict with the background di scussi on (Federal
Regi ster pages 48507 and 48508) concerning the GPA proposal and RASPA’s
response to It. Here, GPA attempts to draw a distinction between the treatment
of gas ard the processing of gas where treatnent would nornally refer to the
removal of constituents which Interfere with safe and efficient handling of
gas, while the processing of gas would typically refer to the removal of hydro—
carbons whi ch have a hilgﬁer economic val ue when sold separately. The GPA was
attempting t o0 show that gas processing plants were not included within the
NGPSA definition of pipelinefacilities. Rspa’s response stated that it dis-
agreed that the "treatment of gas" does not include the processi ng of gas.
This statement suggests that "processing”, i.e. hydrocarbon removal, is only
one formof treatment. However, only hydrocarbon removal is bej ng referenced
in thedefinition; thus other forms of treatment are bei ng excluded. This al so
seens to be RASPA’s intent as other discussion in the background inform& on
only makes reference to plants removing LPG gasesOr nat ur al gasl i qui ds.

The definition for a gas processi lant found | N one industx?r reference is: a
facility designed (1) to pachi evén?hg recovery of natural gas liquids fromthe
stream of natural gas which may or ny not have been processed throughl ease
separators and field facilities, and (2) to control the quality of the "natural
gas to be marketed. This is a generally accepted definition within the industry
and thus such a definition should be included in part 192, and the restrictive
qual i fication of processingincl uded in the proposal, "used to remove | i quefi ed
petrol eumgases or other natural gas |iqui gs nust be removed. Finally, we
el ieve strongly that the outlet of a process plant must be the point of ¢l as-
sification change fram gat hering t o transmission if thi s alternative i s appli -
cable. Breaking on the inlet side of a dehydration plant, for exanple, would
suggest the plant to be transmssion, whichis in error, unless it is intended
that process pl ants woul d be exempt, i . €. neither gathering or transm ssion.

Endpoint—Gas Custody Transfer.  Wth the very narrow definition of gas pro-
cessing plant (plant used to remove LPG gases or other natural gas |iquids) a
predaminant poi nt that will control the endpoint of a gathering pipeline wll
be the custody of gas transfer point which in most cases wil| be t he measuring
station located adjacent to the wellhead. This would linit gathering facili-
ties for most najor interstate gas companies who do performthe gathering
function to those very short |engths of pipe fromthe producer equipment at a
wellhead to t he conpanK measuring station which typically would be no nore than
100 feet from the wellhead. Clearlythis cannot be RSPA’s intent in the propo-
sal and thus a significant restructuring of the proposal must be done in order
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t 0 prevent the unintended result as described. The most feasible way to recon-
cile this problem a to be a change of philosophy in how the gathering end-
points are selected. That change would be fram a process plant al ways bei
the endpoint, if one exists, to operator choice of the most downstream 0
various alternatives. Thus, the endpoint would be determined by the most down-
stream of the outlet of a gas processing plant, t hepoi nt of custody transfer,
the point of |ast cammingling, or the outlet of a compressor stafion Wiose
function is to allow or enhance the production of gas. This change would be
the closest match for the facilities operated by Enron conpanies to maintain
t he current facility cl assifications. Thi s poi nt has been made very clear and
explicit In the background di scussion Wherein the follow ng statement is
included: It is not the intent of this notice to extend the jurisdiction of
Part 192 to cover additional pipelines. That being a primary constraint for
this rul emaki ng, the endpoint determ nati on process nust be nodified in some
manner and one suchwayt oacconplishthatis outlined in our suggested version
of the gathering line definition.

FERC Impact. Requiring those facilities that are subject to the jurisdiction
of the FERC under the Natural Gas Act to be transmssion facilities under Part
192 is a super-inposed criterion that causes diversion of facility classifi-
cation fromtheir true function. It might be arqued that the classification of
facilities by the FERC shoul d be consistent with the Part 192 requirements in
that both have a correlation to functionality. |thasbeenourexperience
however, that this i s not necessarilythecase. assifications det_erminedb%
t he FERC include consideration of factors beyond strict function, i.e. suc

things as rate impact, conpetition, etc. The classification of facilities
seens t 0 change with time dependent upon philosophy and importance placed on
those factors that do not strictly relate to facility function. This situation
has been very clearly demonstrated by a recent 8th circuit court decision
involving a Northern Natural Gas Company issue (Northern Natural Gas Company
VvS. FERC, 943F.2D 1219, 1991). In this case, FERC ratemaking authority over
gathering lines Was uPheId because of the effect of unregulated rates on the
"open access" pol i cy of the conmssion. Wth the FERC guidelines changi ng due
to business and narket considerations, the classification for pipeline safety
purposes must be divorced from the Natural Gas Act and FERC proceedings. |f
such cannot be accomplished under the current statutes, then the NGPSA must be
revi sed such that the requirements contained therein are uncoupled from t he
Nat ural Gas Act or any ot her act which may have requirements that change with
tinme as aresult of national policyw thregardto energy production and trans-
portation. The differences between the FERC and DoT m | eages reported by
Nort hern NaturalGas Company illustrates the problem In 1990, 15,044 niles of
pipeline were reported to DOTastransm ssionon theannual report. Contrasted
to this, 16,255 mles of pipe Was reported to the FERC as transm ssion pipe-
line. To now change the pipeline mileage under t he DOT Pipeline Safety statute
to be consistent with the FERC mileage same 1200 miles of pi pe Wul d need to be
"converted" and then operated and nai ntai ned under the Part 192 requirenents.

O even more significance is the inpact on compression. Al Northern Natural
(S Company compression has been certificated and i S thus FERC | uri sdictional.

However, fram afunctional standpoint there are in excess of 100 |ocations
containing i n excess of 300 units and nearly 300, 000 horsepower t hat from a
functional standpoint are clearly gathering and are considered SO under t he
Part 192 regulations. To "convert"these stations to operate under the trans-
m sSi on standards woul d i nvol ve untold m|lions of dollars, none of which can
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be substantiated on a safety basis. In then, the Pipeline Safety Act
nust be divorced fram the Natural Gas Act. |¥ this cannot be done with the
resent regulation, it is su?g.est ed that an amendment be attached to the
i pel i ne safety Act of 1991 that 1s presently being considered by Congress.

Requirements for Reclassified Pi-lines. RSPA states under the ct Assess-
ment section that It believes therewoul d be very fewpi pelinesreclassifiedas
a result of the proposed definition. W believe that understanding to be flawed
and have addressed it in an earlier section. Further, we note that RSPA
suggests that any pipelines that are reclassified to transm ssion pipelines
woul d only be subject to the operating and maintenance requirements of Part
192. However, that is not what Part 192 requires; Section 192.14 requires
testing, desi gn revi ew, operating and maintenance hi st or%_ review, etc. whenever
a pipeline that previously was used in a service not subject to Part 192 is to
be operated as a pipeline under192. |f RSPA intends that the referenced para-
graph is not to be appliedto p|J)eI i nes thatarerecl assifiedfrongatheringto
transm ssion under the proposed gathering line definition, then a specific
e_xceF_t| on must be included in the rulemaking proposed. RSPA’s prom se to assi st
pi peline operators in "overcoming any probl ens encountered in conplying with
t hose regulations" i s i nadequate. |t i s our reconmendation that if a new defi -
nition of gathering pipeline is ever concluded, a provision nust also be
i ncl uded to "grandfather" the MAOP of those pipeline facilities, [such as was
done in the original rules, i.e. 192 619(C)F, that change in classification
from gathering to transmssion as a result of the new definition.

Enron Prcposal. As discussed previously, we do not believe that processing
pl ants should autonatically denote the endpoint of a gathering line. For
example, in some gathering systems small processing plants discharge gas into a
much larger gathering system which converges to a point where all the gas is
processed, conpressed, oOr introduced inNt0 a Cross country transportation
system. Therefore, we believe strongly that each of the endpoint alternatives
shoul d be available for selection, i.e. there should not be a sequential order
of applying the various criterion. Intrcducingthis wnceptandourposition
that the FERC and DOT requirements must be di vorced, we offer the following
substitute definition for consideration. This definition closely resembles
earlier proposalsbyAPl and INGaA.

Gathering | i ne means one or nmore segnents of pipeline, usually inter-
connected t0 forma network, the primary function of which is to trans-
pfort gas from one or more production facilities to the nost downstream
of :

a) the outlet of a gas processing plant (excluding straddle plants),

b) thepoi ntof custody transfer of gas to a line which transports gas
toadi strihtioncenteror a line within such a distribution center, a
gas storage facili t?/, Or an industrial consumer,

(c) the point of |last comingling Of gas froma single field or
s?ar ate geographical ly proximate fields, or _

(d) the outlet of a conpressor station downstream of the point of |ast
commingling described in (c) when conpression is required to allow or
enhance t he production of gas.
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In addition, if it is RSPA’s intent to allow reclassification from gathering to
tranm ssi onw t hout havi ng to meet the COnversion requirements of 192. 14, t hen
a specific: exenption or waiver nust be clearyst at eé Iand included I N the rule-
- *  This mght be accamplished by revision of 192.14(a) as follows: A
steel pipeline previously used i n service not subject to this part, except for
t hose gathering pipelines that are reclassified as transni ssion pipelines as a
result of t%e rulemaking i N Dockef 192- » wder|ine indicates addition)

qualifies for use under this part If the operator prepares and fol |l ows a
witten procedure to carry out the following requirements". Then, 192.619 nust
be modified to allow the application of a highest operating pressure to esta-
bl i sh Maop. To acconplish that, the follow phrase needs to be added to
192.619(a)(3) and (c), “or in the case of reclassified pipelines as aresultof
Amendment 192-,  the five years preceding July 1, 1992%. This woul d consti -
tute a third qualifying time period for a specific set of pipelines. The two
existing relate to the pipelines that existedwhen the initial rules were put
into effect, with the second period relating to the time interval that was
al | owed for offshore gathering |ines because those rules were issued in 1976,

some 16 years after the issue of the original rules in 1970.

Enron’s response to the three questions RsPA included in the notice are
addr essedbel ow.

1. How many miles of pipeline currently classified as gathering |ines woul d
have to be reclassified as transn ssion lines?

Of the companies in the Enron group, Northern Natural Gas Com?any would
be the company experiencing the most mles of reclassified lines. As
noted in earlier discussion, about 1200 mles of pipe would be reclassi-
fied from gathering to transm ssion to achieve the same classification
undler bot h DOT and FERC St at ut es. In addition, 100 gathering stations
having i n excess of 300 units and comprising nearly 300, 000 horsepower
woul d be recl assified from gathering to transm ssi on.

2. Have these pipelines been subject of dispute between the pipeline oper-
ator and state or federal goverrment?

VWehavehadnodi sputeswi th federal enf or cement personnel regarding our
classification of gathering and transmssion. A single controversy did
occur with one state a nunber of years ago.

3. \Wat are the costs associated with reclassification?

Wth 1200 m | es needing to be "converted" under 192. 14 and assuming t hat
10% of that mleage will need replacement due to unknown naterials or
ot her reasons we are estimating that approximately 20 mllion dollars
will be required for this work. In addition, some 100 "gathering" com-
pressor stations will need to be "converted" to transm ssion, and we
have not done definitive estimates of costs. W believe however, t hat
the cost will exceed that which we have indicated W || be required to
convert the pipelines, i.e. exceed 20 mllion dollars. The total for
Northern Natural Gas company W || exceed 40 m|lion dollars.
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In sunmary, we recogni ze the congressional pressures for Rspa to react to the
percei ved need for a "clear" gathering line definition. In so doing, however,
It is of the utmost importance that the definition coincide with the present
classification of these pipelines so that mllions of dollars are not spent for

reasons other than public safety.

Very truly yours,

Dal e L. coates '
Di rector, Code Compliance
and Standards Unit

DLC/TNV:gnp

cc: M. T.L. Kinne, | NGAA



